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Independent Auditors’ Report

Members of the Village Council
Village of Springport
Springport, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Springport as of
and for the year ended February 28, 2008, which collectively comprise the Village’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
Village's management. Our responsibility is to express an opinion on these financial statements based on
our audit. '

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptrolier General of the United States. These standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Village of Springport as of February 28, 20086, and the respective changes
in financial position and cash flows, where applicable, thereof for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

The management and discussion analysis and budgetary comparison information, as listed in the table of
contents, is not a required part of the financial statements but are supplemental information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated May 1, 2006, on
our consideration of the Village's internal controt over financial reporting and our test of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

WiLLis & JURASEK, P.C.
2545 Spring Arbor Road
Post Office Box 39

Phone Number: (317) 788-8660

Fiax Number: (317) 788-9372
. E-mail: willis@willispe.com
Jackson, Michigan 49204-0039 ! Web site: www. willispe.com



Members of the Village Council
Village of Springport
Page 2

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Springport’'s basic financial statements. The accompanying combing and individual
nonmajor fund financial statements are presented for purposes of additional analysis and are not a required
part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as hole.

M ‘A el
Willis & Jurasek, P.C. B

May 1, 2005



Report Based on an Audit of Financial Statements
Performed in Accordance With
Government Auditing Standards

Members of the Village Council
Village of Springport ‘
Springport, Michigan

We have audited the financial statements of the Village of Springport as of and for the year ended February
28, 2006, and have issued our report thereon dated May 1, 2006. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. :

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the Village of Springport's’ internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which
the design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village of Springport's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended for the information of the Village Council, management, and State agencies, and is
not intended to be and should not be used by anyone other than those specified.

4

.

Willis & Jurase

May 1, 2006

WiLis & JURASEK, P.C.
2545 Spring Arbor Road
Post Office Box 39

Phone Number: (517) 788-8660

Fax Number: (517) 788-9872
BO ) E-muil: willis@willispc.com
Jackson, Michigan 49204-0039 [ : Web site: www.willispe.com



Village of Springport
Management's Discussion and Analysis
Year Ended February 28, 2006

As management of the Village of Springport, we offer readers of the Village's financial statements this
narrative overview and analysis of the financial activities of the Village for the fiscal year ended February 28,
2008.

The Village as a Whole

The Village’s net assets remain stable, and in fact, are on the rise. The Village continues to provide primary
services to our residents.

Governmental and Business type activities during the past year include major renovation to our water supply
system. The Village has now taken possession of the $3.342 million dollar water project. With a new meter
reading system in place, business activities have increased and rate increases have added to our economy.
We now have increased capacity in the Village for community growth. The amount funded through bonds
was $1.053 million dollars, while grants of $2.289 million dollars from the federal government ailowed our
assets to remain healthy.

Currently, we are undergoing a face-lift within the Village. As the Village is directly on M-99, MDOT is
upgrading our storm water system and paving within the Village limits. While doing same, they are doing a
streetscape project on our Main block. This will consist of decorative street lighting, colored/textured
concrete sidewalks and crosswalks, shade trees with tree grates, handicap-accessible store entrances and
park benches. The projected cost of this is $422,053.00, payable by $308,099 in federal funds, $84,410
from MDOT and $29,544 from the Village. Other areas of improvement including paving, curbs, gutters and
sidewalks are funded solely by MDOT.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction o the Village’s basic financial
statements. The Village's basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the Village’'s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the Village's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Village is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of the Village that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the Village include legislative, general government, public works
and community and economic development. the business-type activities are water and sewer.

The government-wide financial statements can be found on pages 1-2 of this report.



Village of Springport
Management’s Discussion and Analysis
Year Ended February 28, 2006

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Village, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Village can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating a government's near-term financing require-
ments.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government's near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Village maintains five individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the general, major street and local street, each of which are considered to be
major funds. Data from the other three governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in this report.

The Village adopts an annual appropriated budget for its general and special revenue funds. Budgetary
comparison statements or schedules have been provided herein to demonstrate compliance with those
budgets.

The basic governmental fund financial statements can be found on pages 3-6 of this report.

Proprietary funds. The Village maintains two different types of proprietary funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial
statements. The Village uses enterprise funds to account for its sanitary sewer and water distribution.
Internal service funds account for operations that provide services for equipment rental and accumulate and
allocate costs internally among the Village's various functions. Because this service predominantly benefits
governmental rather than business-type functions, they have been included within governmental activities in
the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements provide separate information for two major enterprise
funds; water, and sewer.

The basic proprietary fund financial statements can be found on pages 7-9 of this report.



Village of Springport
Management's Discussion and Analysis
Year Ended February 28, 2006

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Village’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 10 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 11-21 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain other information. This includes combining fund financial statements and schedules, which
can be found on pages 25-26 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In
the case of the Village of Springport, assets exceeded liabilities by $3,659,940 at the close of the most
recent fiscal year.

By far the largest portion of the Village’s net assets, about eight-nine percent (89%), reflects its investment in
capital assets (e.g., land, buildings, vehicles, equipment and infrastructure); less any related debt used to
acquire those assets that is still outstanding. The Village uses these capital assets to provide services to
citizens; consequently, these assets are not avaitable for future spending. Although the Village's investment
in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

In a condensed format, the table below shows net assets as of the current date:

Governmental Activities Business-Type Activities
2006 2005 2006 2005
Current Assets $ 274,765 $ 256,846 $ 147,106 $75,790
Non-Current Assets 205,483 197.909 4777576 4,501,636
Total Assets 480,248 454,755 4,924,682 4,577,426
Current Liabilities 11,983 6,878 36,197 22,730
Non-current Liabilities 16,674 17,319 1,680,136 1,755,593
Total Liabilities 28,657 24 197 1,716,333 1,761,004
Net assets:
Invested in capital assets -
net of related debt 188,809 180,590 3,080,775 2,739,321
Restricted 24,550 - 40,435 55,483
Unrestricted 238,222 249.968 87,139 21,618
Total net assets $_451,591 $_430,558 $3,208,349 $2.816.422

Vi



Village of Springport
Management’s Discussion and Analysis
Year Ended February 28, 2006

The following table shows the changes of the net assets as of the current date.

Governmental Activities Business-Type Activities
2006 2005 2006 2005
Program Revenues
Charges for services $ 6,287 $ 209 $ 323,356 $ 306,700
Capital grants and contributions - - 342,221 1,906,722
Operating grants 46,607 48,291 - -
General revenues
Property taxes 96,144 101,091 - -
State-shared revenue 91,991 93,176 - -
Interest income 2,227 785 758 170
Other 15,837 34,813 10,166 14,857
Total revenues 259,093 278,365 676,501 2,228,449
Program expenses:
Legislative 8,451 8,327 - -
General government 85,229 77,982 - -
Public works 143,945 129,739 - -
Community development 435 271 - -
Water and sewer - - 284 575 325,653
Total expenses 238,060 216,319 284,575 325,653
Change in net assets $__ 21,033 $__ 62,046 $_391,926 $1,902,796

The Village's net assets continue to remain healthy.
Governmental Activities

The Village total revenues have decreased slightly due to decrease in state shared revenues and property
taxes. Interest rates are slowly returning and we have been able to get more rate of return on investments.
Every effort is made to carefully budget our available funds and we have been able to increase our assets,
as well as maintain a stable cash flow.

Business Type Activities

The Village's business-type activities consist of the Water and Waste Water Enterprise Funds. The Village
provides water and sewer to approximately 99% of the Village residents. Our Wastewater is stable at this
time; but due to previous law suits our fund balance is low. Our method of discharge from the lagoons may
become an issue in 5 to 10 years and we may need to add another lagoon at some point. The water system
is now complete, including a new water tank Increases in water rates have generated increased income, but
we are looking to increase our population to decrease rates for everyone.

vii



Village of Springport
Management’s Discussion and Analysis
Year Ended February 28, 2006
General Fund Budgetary Highlights

Over the course of the year, approximately quarterly, Village Council amends the budget to take into account
events happening during the year.

Capital Asset and Debt Administration

At the end of the 2005/2006 fiscal year, the Village has a total investment of capital assets for its
governmental and business-type activities as of February 28, 2006 of $4,983,059, which is made up of a
broad range of capital assets, including buildings, water and sewer structures, both above and below ground,
and significant investments in streets.

Major capital asset events during the current fiscal year included the following:

e Continued work on water system improvements of $350,617.
+ Additions to the internal service fund equipment of $30,449 for computer system and copier.

The following table summarizes the fixed assets of the Village as of the current year end:

Governmental Activities Business-Type Activities
2006 2005 2006 2005
Machinery and equipment $ 331,022 $ 300,573 $ 19,138 $ 19,138
Distribution and coliection systems - - 2,356,228 2,309,293
Infrastructure 147,779 147,779 - -
Construction in progress - - 3,193,919 2,890,237
Accumulated depreciation (273,318) (250,443) (791,709) (741,073)
Net capital assets $_205483 $_197.909 $4,777 576 $4,477,595

Most of the indebtedness is chargeable to the Business type activities.

The following table summarized the debt outstanding at the current year end:

Governmental Activities Business-Type Activities
2006 2005 2006 2005
Revenue bonds $ - $ - $1,680,136 $1,738,274
Installment purchase agreements 16,674 17,320 - -
Net capital assets $_ 16,674 $_ 17.320 $1.680,136 $1,738.274

The Village's total debt decreased by $58,784.

vili



Village of Springport
Management’s Discussion and Analysis
Year Ended February 28, 2006

Economic Factors and Next Year’s Budgets and Rates

For several years, the Village has not seen an increase in property taxes. In the interest of attracting new
economic development to the Village, and the fact that our tax rates are already substantial, we decline to
raise our tax rates. We do this hoping that we will attract more economic growth over time. Also, as some of
the older residents sell their property, the tax basis increases will bring additional revenue.

In addition, the Village is in the process of establishing a DDA. Once this is in place, it will be used in
processes that will hopefully promote economical growth.

We have recently been able to contract with Cingular Cell and have leased our water tank space for 25
years. This will generate approximately $12,000 per year, with increases every five years. Over the course
of 25 years, we anticipate it will generate over $250,000 in revenue.

Contacting the Village Management

This financial report is intended to provide our citizens, taxpayers, customers and investors with a general
overview of the Village's finances and to show the Village’s accountability for the money it receives. If you
have questions about this report or need additional information, we welcome you to contact the Village office.



Assets:
Cash and investments
Receivables
Internal balances
Deferred charges
Capital assets, net
Not being depreciated
Being depreciated
Total assets

Liabilities:

Accounts payable

Accrued expenses

Accrued interest

Noncurrent liabilities:
Due within one year

Due in more than one year

Total liabilities

Net Assets:

Invested in capital assets,

net of related debt

Restricted for debt service
Restricted for capital projects

Unrestricted
Total net assets

See Notes to Financial Statements.

Village of Springport
Statement of Net Assets

February 28, 2006

Primary Government

Governmental Business-Type

Activities Activities Total
$ 201,981 % 105,073 $ 307,054
28,694 57,293 85,087
44,090 (38,554) 5,536
- 23,294 23,294
- 3,193,919 3,193,919
205.483 1,583,657 1.789.140
480,248 4,924,682 5.404.930
10,521 18,717 29,238
1,462 815 2,277
- 16,665 16,665
8,870 64,138 73,008
7.804 1.615.998 1,623,802
28,657 1,716,333 1,744,990
188,809 3,080,775 3,269,584
- 40,435 40,435
24,550 - 24,550
238.232 87.139 325,371
$ 451591 % 3208349 $ 3,659,940
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Assets
Cash
Short-term investments
Receivables:

Taxes receivable
Accounts receivable
Special assessments
Due from other governmental units
Due from other funds
Total assets

Liabilities and Fund Balances

Liabilities:

Accounts payable

Due to other funds

Salaries payable
Total liabilities

Fund Balances:

Reserved:

Perpetual care and endowment
Unreserved;undesignated
Unreserved;undesignated-

reported in nonmajor:

Capital project funds
Total fund balances

Total liabilities and fund balances

See Notes to Financial Statements.

Village of Springport
Balance Sheet
Governmental Funds
February 28, 2006

Other
Nonmajor
Major Local Governmental
General Street Street Funds Total
$ 83,332 § 12,228 $ 6,462 $ 30,331 $ 132,353
- - - 37,071 37,071
6,889 - - - 6,889
717 - - - 717
1,308 - - - 1,308
11,370 6,496 1,914 - 19,780
46,983 684 - - 47 667
$ 150,599 $ 19408 § 8376 $ 67,402 $ 245,785
$ 2,061 % -9$ -3 21% 2,082
104 777 1,095 189 2,165
1.305 - - - 1.305
3.470 777 1,095 210 5,652
- - - 42,642 42,642
147,129 18,631 7,281 - 173,041
- - - 24 550 24 550
147,129 18.631 7,281 67.192 240,233
$ 150,599 $ 19.408 $ 8376 $ 67402 $ 245,785




Village of Springport
Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds to Net Assets
of Governmental Activities on the Statement of Net Assets
February 28, 2006

Total Fund Balances - Governmental Funds $ 240,233

Amounts reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in governmental activities are not financial
resources and are not reported in the funds.

The cost of the capital assets is $ 478,801
Accumulated depreciation is (273,318)
205,483
Internal service funds are used by management to charge the costs of certain
equipment usage and administrative costs to individual governmental funds.
The assets and liabilities of the internal service funds are included in governmental
activities in the Statement of Net Assets.
Net assets of governmental activities accounted for in the internal service fund 22,549
Long-term liabilities not due and payable in the current period
and not reported in the funds:
Notes and ieases payable (16,674)
Total Net Assets - Governmental Activities $ 451,591

See Notes to Financia! Statements.



Revenues:
Taxes
Fees and fines
Charges for services
Intergovernmental
Interest
Other

Total revenues

Expenditures:
Legislative
General government
Public works
Culture and recreation
Total expenditures

Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Operating transfers in
Operating transfers out
Total other financing sources (uses)
Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Notes to Financial Statements.

Village of Springport
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended February 28, 2006

Other
Nonmajor
Major Local Governmental
General Street Street Funds Total
$ 90,478 $ - § - $ 5666 $ 96,144
87 - - - 87
- - - 6,200 6,200
91,991 36,001 10,606 - 138,598
1,218 192 65 243 1,718
5,332 - - 343 5,675
189.106 36,193 10.671 12,452 248422
8,451 - - - 8,451
68,007 - - 17,222 85,229
76,461 30,431 29,658 6 136,556
435 - - - 435
153,354 30,431 29,658 17,228 230,671
35,752 5,762 (18,987) (4.776) 17,751
- - 15,159 24,988 40,147
(29,988) (10,159) - - (40,147)
(29,988) 10,159 15,159 24,988 -
5,764 (4,397) (3,828) 20,212 17,751
141,365 23,028 11,109 46.980 222482
$ 147,129 $ 18,631 $ 7281 % 67192 $§ 240,233




Village of Springport
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
Year Ended February 28, 2006

Net Change in Fund Balances - Total Governmental Funds $ 17,751

Amounts reported for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their estimated
useful lives as depreciation.
Depreciation expense $ (7,389)
Capital outlay - (7,389)

An internal service fund is used by management to charge the costs of
certain equipment usage to individual governmental funds. The net revenue
(expense) of the fund attributable to those funds is reported with
governmental activities.
Change in net assets from governmental activities in the internal service fund 10,671

Change in Net Assets of Governmental Activities $ 21,033

See Notes to Financial Statements.



Village of Springport,
Statement of Net Assets
Proprietary Funds
February 28, 2006

Governmental
Business-Type Activities Activities
Enterprise Funds Internal
Service
Water Sewer Total Fund
Assets
Current assets:
Cash and investments $ 58,630 $ 46,443 $ 105,073 §$ 32,557
Accounts receivable 16,926 21,667 38,593 -
Grants receivable 18,700 - 18,700 -
Due from other funds 2,994 - 2,994 -
Total current assets 97,250 68,110 165,360 32,557
Property, plant and equipment:
Construction in progress 3,193,919 - 3,193,919 -
Distribution and collection system 366,424 2,008,942 2,375,366 -
Buildings and equipment - - - 331,022
Less accumulated depreciation (249,165) (542.,544) (791.709) (262,235)
Total property, plant and equipment 3,311,178 1,466,398 4.777.576 68.787
Deferred charges:
Unamortized bond discount 12.838 10,456 23.294 -
Total assets 3,421,266 1,544,964 4,966,230 101,344
Liabilities:
Current liabilities {(payable from current assets):
Accounts payable 18,717 - 18,717 8,439
Accrued expenses 375 440 815 157
Current portion of long-term debt 11,000 53,138 64,138 8,870
Accrued interest 7,824 8,841 16,665 -
Due to other funds 244 41,304 41.548 1,412
Total current liabilities (payable from current assets) 38,160 103,723 141,883 18,878
Noncurrent liabilities:
Bonds and notes payable 1.022.000 593,998 1.615.998 7.804
Total noncurrent liabilities 1,022,000 593.998 1,615,998 7.804
Total liabilities 1,060,160 697,721 1,757,881 26,682
Net Assets:
Invested in capital assets, net of related debt 2,270,354 810,421 3,080,775 52,113
Restricted - 40,435 40,435 -
Unrestricted 90.752 (3.613) 87,139 22.549

Total net assets

See Notes to Financial Statements.

$ 2361106 $§ 847243 § 3,208.349 § 74,662



Operating Revenues:
Charges for services
Interest and penalties
Connection fees

Total operating revenues

Operating Expenses:
Personnel services
Payroll taxes
Employee benefits
Professional services
Utilities
Repairs and maintenance
Insurance and bonds
Operating supplies
Licenses and fees
Fuel and ail
Conferences
Memberships and dues
Mileage and travel
Office supplies
Equipment rent
Lab analysis
Miscellaneous
Depreciation and amortization

Total operating expenses

Operating Income (Loss)
Nonoperating Revenues (Expenses):

Interest income

Tax assessment collections

Other income

Interest expense

Capital grants

Total nonoperating revenues (expenses)

Change in Net Assets

Net Assets - Beginning of Year

Net Assets - End of Year

See Notes to Financial Statements.

Village of Springport

Statement of Revenues, Expenses

and Changes in Net Assets

Proprietary Funds
Year Ended June, 2006

Governmental

Activities

Internal

Service

Water Sewer Totals Funds
$ 189,369 $ 129,259 $ 318,628 $ 79,396
1,683 1,545 3,228 -
- 1,500 1,500 -
191.052 132,304 323.356 79.396
46,991 21,902 68,893 14,153
4,156 2,053 6,209 2,576
12,595 5,052 17,647 4,251
4,427 10,853 15,280 2,305
12,347 13,250 25,597 -
1,769 3,046 4,815 10,139
3,062 1,498 4,560 3,932
5,596 770 6,366 2,600
2,800 - 2,800 -
- - - 9,597
691 240 931 -
558 - 558 -
410 565 975 69
1,102 1,058 2,160 -
23,300 19,120 42,420 -
902 5,660 6,562 -
2,555 2,198 4,753 6,074
9,964 41,419 51,383 15,486
133.225 128,684 261,909 71,182
57.827 3,620 61.447 8,214
507 251 758 509
1,687 38,521 40,208 -
5,451 3,028 8,479 2,900
(91) (22,575) (22,666) (952)
303,700 - 303,700 -
311.254 19,225 330,479 2457
369,081 22,845 391,926 10,671
1,992,025 824,398 2,816,423 63,991

$ 2361106 $ 847,243 § 3.208.349 $ 74,662



Village of Springport
Statement of Cash Filows
Enterprise Funds

Year Ended February 28, 2006

Cash Flows From Operating Activities:
Cash received from customers, residents and users $
Payments to suppliers
Payments to employees
Cash paid to other funds

Net cash provided by (used in) operating activities

Cash Flows From Capital and Related
Financing Activities:
Capital contributions
Proceeds from borrowing
Purchase of capital assets, net
Principal and interest on capital debt

Net cash used by capital and related
financing activities

Cash Flows From Investing Activities:
Other nonoperating income received
Interest income received

Net cash provided by investing activities

Net Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year $

Reconciliation of Operating Income (Loss)
to Net Cash Provided by Operating Activities:
Operating income (loss) $
Adjustments to reconcile operating income (loss)
to net cash provided by (used in) operating activities:
Depreciation and amortization
Changes in:
Accounts receivable
Due from other funds
Accounts payable
Accrued expenses
Due to other funds

Net Cash Provided by (Used in) Operating Activities $

Business-type Activities Governmental
Enterprise Funds Activities -
Water Sewer Internal
Fund Fund Total Service Funds
193,528 §$ 132,845 $ 326,373 $ 79,396
(76,710) (68,414) (145,124) (34,875)
(48,384) (22,250) (70,634) (14,508)
(1,072) (20,310) (21,382) 4,611
67,362 21,871 89,233 34,624
303,700 - 303,700 -
- - - 11,449
(350,617) - (350,617) (30,449)
(10,091) (70,713) (80,804) (13,047)
(57,008) (70,713) (127,721) (32,047)
7,138 41,549 48,687 2,900
507 251 758 509
7,645 41,800 49,445 3,409
17,999 (7,042) 10,957 5,986
40,631 53,485 94,116 26,571
58630 $ 46,443 3 105,073 $ 32,557
57,827 $ 3,620 61,447 $ 8,214
9,964 41,419 51,383 15,486
(16,224) 541 (15,683) -
140 - 140 3,365
17,885 (3,492) 14,393 6,511
(1,018) 93 (925) (198)
(1,212) (20,310) (21,522) 1,246
67,362 § 21,871 § 89,233 § 34,624

See Notes to Financial Statements.



Village of Springport
Statement of Fiduciary Net Assets
Fiduciary Funds
February 28, 2006

Agency
Funds
Assets:
Cash and cash equivalents $§ 5352
Liabilities:
Advance due other funds $ 5536
Due to other agencies {184)
Total liabilities $ 5352

See Notes to Financial Statements.
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Village of Springport
Notes to Financial Statements

1. Summary of Significant Accounting Policies
Description of Village Operations

The Village of Springport, Michigan, was organized in 1882 and is located in the northwestern portion of
Jackson County. The Village operates under a Council form of government and provides various services to
its residents in many areas including community enrichment and development, human services and water
and sewer. The criteria established by the Governmental Accounting Standards Board (GASB) for
determining the various governmental organizations to be included in the reporting entity's financial
statements include oversight responsibility, scope of public service, and special financial relationships.
Education services are provided through the local school system, which is a separate governmental entity
and, therefore, is not represented in the financial statements included herein.

Reporting Entity

The accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board (GASB) for determining the various governmental organizations
to be included in the reporting entity. The criteria established by the GASB for determining the reporting entity
includes oversight responsibility, fiscal dependency and whether the financial statements would be
misleading if data were not included. Based on the application of the criteria, the entity does not contain
component units.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of
Activities) report information on all of the non-fiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as generai revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

11



Village of Springport
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)
Government-Wide and Fund Financial Statements (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Statements - The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting, as are the proprietary fund
and fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges between the
government’s water and sewer funds and various other functions of the government. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Fund-Based Statements - Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be available
if they are collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are collected within
60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences, claims, and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

The government reports the following major governmental funds:

General Fund — This fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

Major Street Fund — This fund is a special revenue fund. It accounts for revenues received primarily from
the State of Michigan Department of Transportation and accounts for street activity relating to the major
street functions of the Village.

Local Street Fund — This fund is a special revenue fund. It accounts for revenues received primarily from

the State of Michigan Department of Transportation and accounts for street activity relating to the local
street functions of the Village.

12



Village of Springport
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)
The government reports the following nonmajor funds:

Cemetery Operations Fund — This fund accounts for resources received from special assessment taxes
levied for cemetery operations.

Cemetery Trust Fund — This fund accounts for resources received from the sale of cemetery lots for the
purpose of providing capital improvements needed in the Village cemetery.

Capital Improvements Fund — This fund accounts for resources received from the general fund
earmarked for public improvements.

The government reports the following major proprietary funds:

Water Fund ~ The Water Fund accounts for the activities of the government's water production,
purification, and distribution systems.

Sewer Fund — The Sewer Fund accounts for the activities of the government's sewage collection and
treatment systems.

Additionally, the government reports the following fund types:

Equipment Internal Service Funds — The internal service funds account for operations that provide
services (equipment rental) to other departments of the Village on a cost-reimbursement basis.

The Village reports the following Fiduciary Funds (not included in government-wide financial statements).

Payroll Trust Fund — This fund accounts for taxes and other employee deductions which are to be
distributed to various organizations and other government units.

Additional Financial Statement Presentation Information - Private-sector standards of accounting and
financial reporting issued prior to December 1, 1989, generally are followed in both the government-wide
and proprietary fund financial statements to the extent that those standards do not conflict with or
contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise
funds, subject to this same limitation. The Village has elected not to follow subsequent private-sector
guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
electric, water and sewer enterprise funds and of the government’s internal service fund are charges to
customers for sales and services. The enterprise funds also recognize as operating revenues the portion
of fees intended to recover the cost of connecting new customers to the system. Operating expenses for
enterprise funds and internal service funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then unrestricted resources as they are needed.

13



Village of Springport
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
certificates of deposit.

The Village reports its investments (when applicable) in accordance with GASB Statement No. 31,
Accounting and Financial Reporting for Certain Investments and for External Investment Pools. Under
these standards, certain investments are valued at fair value as determined by quoted market prices or by
estimated fair values when quoted market prices are not available. The standards also provide that
certain investments are valued at cost (or amortized cost) when they are of a short-term duration, the rate
of return is fixed, and the Village intends to hold the investment until maturity. Accordingly, investments in
banker acceptances and commercial paper are recorded at amortized cost. The Vilage had no
investments at February 28, 2006.

State statutes authorize the Village to invest in bonds, and other direct and certain indirect obligations of
the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan assaociation, or credit union, which is @ member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days
after the date of purchase. The Village is also authorized to invest in U.S. Government or federal agency
obligation repurchase agreements, bankers’ acceptances of U.S. banks, and mutual funds composed of
investments as outlined above. The government’s cash and cash equivalents are considered to be cash
on hand, demand deposits and short-term investments with original maturities of three months or less
from the date of acquisition.

State statutes authorize the government to deposit in the accounts of federally insured banks, credit
unions, and savings and loan associations, and to invest in obligations of the U.S. Treasury, certain
commercial paper, repurchase agreements, bankers’ acceptances, and mutual funds composed of
otherwise legal investments.

Receivables and Payables — All receivables are reported at their net value. They are reduced, where
appropriate, by the estimated portion that is expected to be uncollectible.

Activities between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of
interfund loans) or “advances to/from other funds” (i.e., the non-current portion of interfund loans). Ali
other outstanding balances between funds are reported as “due to/from other funds.” Any residual
balances outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances.”

Prepaid ltems — Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items in both government-wide and fund financial statements.

Restricted Assets — Certain proceeds of the enterprise funds' revenue bonds, as well as certain
resources set aside for their repayment, are classified as restricted assets on the balance sheet because
their use is limited by applicable bond covenants. Also, certain resources have been set aside to fund
capital asset replacements.

14



Village of Springport
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)

Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure assets
(e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or
business-type activities columns in the government-wide financial statements. Capital assets are defined
by the government as assets with an initial, individual cost of more than $5,000 and an estimated useful
life in excess of two years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair value at the date of
donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities, if any, is included as
part of the capitalized value of the assets constructed. No such interest expense was incurred during the
current fiscal year.

Capital assets of the primary government are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years
Machinery and equipment 3-12
Infrastructure 10-30

Water and sewer distribution and collection 30-50

Compensated Absences — It is the government’s policy to permit employees to accumulate earned but
unused sick pay benefits. Sick days are accrued when incurred in the government-wide and proprietary
fund financial statements. A liability for these amounts is reported in governmental funds only if the
obligation is expected to be liquidated from expendable available financial resources. The Village has
determined that the amount of accumulated sick days is immaterial and is not recorded in the
government-wide financial statements.

Long-Term Obligations — In the government-wide financial statements, and proprietary fund types in the
fund financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type Statement of Net
Assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the
life of the bonds using the effective interest method. Bonds payable are reported net of the applicable
bond premium or discount. Bond issuance costs are reported as deferred charges and amortized over
the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.
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Village of Springport
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change.

Property Taxes - The government's property taxes are levied each July 1 on the taxable valuation of
property located in the Village as of the preceding December 31, the lien date. Property taxes are
payable without penalty and interest through August 31; as of March 1 of the succeeding year, unpaid
real property taxes are sold to and collected by Ingham County.

Assessed values as established annually by the government, and subject to acceptance by the County,
are equalized by the State at an estimated 50% of current market value. Real and personal property in
the Village for 2005 had a taxable value of approximately $7,700,000 {not including properties subject to
Industrial Facilities Tax exemption), representing 50% of estimated current market value. The
government's tax rate for fiscal year 2005-06 was 10.9980 mills for general operating, 0.8243 for
cemetery operations and 5.5982 for sewer — debt service.

2. Stewardship, Compliance and Accountability

The general and special revenue funds are the governmental fund types under formal budgetary control.
The Village adopts its budget in accordance with Public Act 621, the Uniform Budgeting and Accounting
Act, which mandates an annual budget process and annual appropriation act to implement the budget.

1) A general and special revenue funds budget is presented to Village Council in January, at which time
hearings on the budget are scheduled. A Public Hearing is held in February and a special meeting is
held to give all elected officials the opportunity to discuss their budget with the Council.

2) The budget, and an appropriation ordinance implementing it, is then adopted in February.
3) Formal budget integration is employed as a management control device during the year for all funds.

4) Budgets presented for the general and special revenue funds were prepared on the modified cash
basis of accounting. Encumbrances are not recorded at year end.

5) Expenditures may not legally exceed activity (department) totals in the general fund. All other special
revenue funds cannot legally exceed their respective fund totals. During the current year end certain
actual expenditures exceeded budgeted amounts and are disclosed in the required supplementary
information section.

6) Budgets for the current year are reviewed during the year for any revision of estimates. Proposed
increases or reductions in appropriations are presented to the Council for their action. The legislative
body amends the general appropriation act as soon as it becomes apparent this action is necessary.

7) The Council has the authority to amend all budgets at the fund level through the appropriation
ordinance. It further has the right to amend the general fund at the activity level if it desires.
Management has no authority to amend budgets at the fund level. Management can do transfers
within funds at the departmental level without governing board approval but not between
departments.

16



Village of Springport
Notes to Financial Statements
2. Stewardship, Compliance and Accountability (Continued)

8) The budgetary information presented has been amended during the year by an official action of the
Village Council. The amendments were not significant in total.

9) All budget appropriations lapse at the end of each fund'’s fiscal year.

3. Cash and Cash Equivalents

To facilitate better management of the Village's resources, cash is combined in a pooled operating
account for much of the Village’s activity.

At year-end, the Village's deposits were reported in the basic financial statements in the following

categories:
Business- Total
Governmental  Type Primary Fiduciary
Activities Funds Government Funds Total

Cash and investments  $201,981 $105073 $307.054 $_ 5352 $.312.406
The breakdown between deposits and investments for the Village are as follows:

Deposits (checking and savings accounts, certificates of deposit) $312,406

Custodial Credit Risk — Deposits
Custodial credit risk is the risk that in the event of a bank failure, the Village's deposits may not be
returned. The Village has not adopted and State law does not require a policy for deposit custodial credit
risk. As of year-end, $188,906 of the Village's bank balance of $300,663 was exposed to custodial credit
risk because it was uninsured and uncollateralized.

The Village had no investments at year-end.

4. Receivables

Receivables of the governmental activities of the primary government
at year ended February 28, 2006, consist of the following:

Other governmental units (primarily the State of Michigan) $ 19,780
Taxes 8,197
Other 717

$__ 28,694
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Village of Springport
Notes to Financial Statements

5. Capital Assets

Capital assets activity for the year ended February 28, 2006 was as follows:

Beginning Ending
Primary Government Balance Additions Disposals __Balance
Governmental Activities:
Capital assets being depreciated:
Machinery and equipment $ 300,573 $§ 30449 § - § 331,022
Infrastructure 147,779 - - 147,779
Total capital assets
being depreciated 448 352 30,449 - 478,801
Accumulated depreciation:
Machinery and equipment 246,749 15,486 - 262,235
Infrastructure 3,694 7,389 - 11,083
Total accumulated depreciation 250,443 22,875 - 273,318
Governmental activities
capital assets - net $_197909 § 7574 § - $_205,483
Beginning Ending
Business-Type Activities Balance Additions __ Disposals Balance
Capital assets not being depreciated:
Construction in progress $2,890,237 $_303682 § - $3,193,919
Capital assets being depreciated:
Machinery and equipment 19,138 - - 19,138
Distribution and collection 2,309,293 46,935 - 2,356,228
Total capital assets
being depreciated 2,328,431 46,935 - 2,375,366
Accumulated depreciation 741,073 50,636 - 791,709
Total capital assets
being depreciated - net 1,587,358 (3,701) - 1,683,657
Business-type activities
capital assets - net $4,477,595 $_299981 $§ - $4,777,576

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

Public works $ 7,389
Capital assets held by the City’s internal service funds are charged

to the various functions based on their usage of the assets 15,486

Total depreciation expense — governmental activities $_22.875
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Village of Springport
Notes to Financial Statements

5. Capital Assets (Continued)

6

Business-Type Activities:

Sewer $ 40,672
Water 9,964
Total depreciation expense — business-type activities $ _50,636

Interfund Receivables, Payables and Transfers

The Village reports interfund balances between many of its funds. The sum of all interfund
receivables/payables presented in the tables below agrees with the sum of interfund balances presented
in the statements of net assets/balance sheet for governmental funds and proprietary funds. These
interfund balances resulted primarily from the time lag between the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting

system, and (3) payments between funds are made.

Receivable Payable
Due from/to other funds:
General Fund $ 46,983 $ 104
Major Street Fund 684 777
Local Street Fund - 1,095
Nonmajor Governmental Funds - 189
Water Fund 2,994 244
Sewer Fund - 41,304
Internal Service Fund - 1,412
Payroll - 5,536
$__ 50,661 $__ 50,661
Transfers In Transfers Out
Transfers:
Nonmajor Governmental Fund $ 24,988 $ -
Local Street 15,159 -
Major Street - 10,159
General - 29,988
$_ 40,147 $_40.147

Transfers are used to: (1) move revenues from the fund that is required to collect them to the fund that is
required or allowed to expend them; (2) move receipts restricted to or allowed for debt service from the
funds collecting the receipts to the debt service fund as debt service payments become due; and (3) use
unrestricted revenues collected in the general fund to finance various programs accounted for in other
funds in accordance with budgetary authorizations.
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Village of Springport
Notes to Financial Statements

7. Long-Term Debt

The Village issues bonds to provide for the acquisition and construction of major capital facilities. General
obligation bonds are direct obligations and pledge the full faith and credit of the Village.

Governmental activities - long-term obligation activity can be summarized as follows:

Amounts
Due

Beginning Ending Within One
Balance Additions Reductions Balance Year

Governmental Activities:

Internal Service Fund

Installment purchase

agreements $_17.320 $_ 11,449 $__ 12,095 $_16.674 $__ 8,870

The following is a summary of the general obligation debt outstanding of the Village as of February 28,
2006:

Interest Maturing Principal
Governmental Activities Rate Through Outstanding
Installment Purchase Agreement 6.25% 2007 $ 6,255
Installment Purchase Agreement 8.00% 2010 10,419
Total $ 16,674

Annual debt service requirements to maturity on the above governmental bond obligations are as follows:

Principal Interest Total
2007 $ 8,870 $ 867 $ 9,737
2008 2,832 522 3,354
2009 3,067 287 3,354
2010 1,905 51 1,956
2010 $_16.674 $ 1,727 $_18,401

Business-type activities - long-term obligation activity can be summarized as follows:

Amounts
Due
Beginning Ending Within One
Balance Additions Reductions’ Balance Year
Business-Type Activities:
Bonds $1,738,274 $ - §_ 58,138 $1,680,136 $_64,138
Interest Maturing Principal
Business-Type Activities Rate Through Outstanding
1990 Series Bonds 590-7.15 2009 $ 100,000
Waste Water Disposal System Bonds 2.50 2020 547,136
2004A Water Revenue Bonds 4.50 2044 910,000
2004B Water Revenue Bonds 4.50 2044 123,000
$1,680,136
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Village of Springport
Notes to Financial Statements

7. Long-Term Debt (Continued)

Annual debt service requirements to maturity on the above business-type bond obligations are as follows:

Principal Interest Total

2007 $ 64,138 $ 66,938 $ 131,076
2008 68,827 63,905 132,732
2009 68,827 60,815 129,642
2010 69,827 57,711 127,538
2011 45,827 54,565 100,392
2012-2016 256,895 250,212 507,107
2017-2021 295,795 207,857 503,652
2022-2026 115,000 172,356 287,356
2027-2031 144,000 144,094 288,094
2032-2036 178,000 108,634 286,634
2037-2041 218,000 65,074 283,074
2042-2044 155,000 14,176 169,176

Total $1,680,136 $1,266.337 $2.946 473

10. Risk Management

The Village is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. During the year ended February 28, 2006,
the Village carried commercial insurance to cover all risks of losses. The Village had no settled claims resulting
from these risks that exceeded their commercial coverage in any of the past three fiscal years.

11. Contingencies

The Village is subject to legal action as a normal course of business. However, management, with counsel’s
assistance, vigorously upholds their position on any such action. The ultimate resolution of these matters is not
ascertainable at this time. No provision has been made in the financial statements related to these claims.

12. Segment Information — Enterprise Funds

The government issued revenue bonds to finance certain improvements to its water and sewer distribution
and treatment systems. Because the Water and Sewer Funds, which are individual funds that account
entirely for the government’s water distribution and treatment and sewage disposal and treatment activities,
are segments, and are reported as major funds in the fund financial statements, segment disclosures herein
are not required.

21



Required Supplemental Information



Revenues:
Taxes
Fees and fines
Intergovernmental
Interest
Other
Total revenues

Expenditures:
Legislative:
Council

General government:
Village manager
Clerk
Treasurer
Building and grounds
Total general government

Public works:
Public works
Street lighting
Refuse collection/disposal
Total public works

Village of Springport

Community and economic development

Planning and zoning

Total expenditures

Revenues Over (Under) Expenditures

Other Financing Sources (Uses):

Transfers out

Net Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

& ment of Revenues, Expenditures, and Ct  jes
in Fund Balances - Budget to Actual
General Fund
Year Ended February 28, 2006
Budgeted Amounts Favorable

Original Final Actual (Unfavorabie)

$ 96,320 $ 87214 § 90,478 $ 3,264

- 87 87 -

91,441 91,350 91,991 641

100 1,218 1,218 -

12,160 5,083 5,332 249

200,021 184,952 189.106 4,154
9,725 7,949 8.451 (502)
4,731 4,812 4,854 (42)

18,380 20,673 20,917 (244)

10,700 10,430 10,431 %))

37.950 34,502 31.805 2,697

71,761 70417 68.007 2,410

70,235 55,723 53,170 2,553

9,200 9,846 10,709 (863)

15,300 12,582 12,582 -

94,735 78,151 76,461 1.690

800 435 435 -

177.021 156,952 153,354 3.598

23,000 28,000 35,752 7,752

(23.000) (28,000) (29,988) (1.988)

- - 5,764 5,764

141,365 141,365 141,365 -

3 141,365 $ 141,365 $ 147,129 § 5,764
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Village of Springport
Statement of Revenues, Expenditures
and Changes in Fund Balances - Budget to Actual
Major Street Fund
Year Ended February 28, 2006

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues:
Intergovernmental
State shared revenue - gas and weight tax $ 32,000 $ 35,922 $ 36,001 3 79
Other
Interest 50 192 192 -
Total revenues 32,050 36,114 36,193 79
Expenditures:
Highways and streets:
Personnel services 7,000 7,883 7,707 176
Payroll taxes 825 638 984 (346)
Employee benefits 1,300 2,183 2,183 -
Professional services 1,500 8,430 5,895 2,535
Insurance and bonds 1,000 720 720 -
Operating supplies 520 122 84 38
Office supplies 80 - - -
Repairs and maintenance 3,775 4,603 4,394 209
Equipment rent 4,300 8,309 8,309 -
Miscellaneous 11,750 3,226 155 3.071
Total expenditures 32,050 36,114 30,431 5,683
Revenues Over (Under) Expenditures - - 5,762 5,762
Other Financing Sources (Uses):
Operating transfers out - - (10,159) (10,159)
Net Changes in Fund Balances - - (4,397) (4,397)
Fund Balances - Beginning of Year 23,028 23,028 23,028 -
Fund Balances - End of Year $ 23028 $ 23028 $ 18631 $ (4,.397)
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Village of Springport
Statement of Revenues, Expenditures
and Changes in Fund Balances - Budget to Actual
Local Street Fund
Year Ended February 28, 2006

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues:
Intergovernmental
State shared revenue - gas and weight tax 3 10,000 $ 10,582 § 10,606 $ 24
Other
Interest 20 65 65 -
Total other income 20 65 65 -
Total revenues 10,020 10.647 10,671 24
Expenditures:
Highways and streets:
Personnel services 4,500 4,191 4,056 135
Payroll taxes 450 341 590 (249)
Employee benefits 800 896 896 -
Professional services 1,100 20,772 20,636 136
Insurance and bonds 800 720 720 -
Operating supplies 300 62 62 -
Office supplies 30 - - -
Repairs and maintenance 2,300 992 992 -
Equipment rent 1,000 1,606 1,606 -
Miscellaneous 100 103 100 3
Total expenditures 11,380 29,683 29,658 25
Revenues Over (Under) Expenditures (1.360) (19,036) (18,987) 49
Other Financing Sources (Uses):
Operating transfers in 1,360 19,036 15,159 (3,877)
Net Changes in Fund Balances - - (3,828) (3,828)
Fund Balances - Beginning of Year 11,109 11,109 11,109 -
Fund Balances - End of Year $ 11,109 § 11,109 $ 7281 % (3,828)
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Assets
Cash and cash equivalents
Total assets

Village of Springport
Caombining Balance Sheet
Nonmajor Governmental Funds
February 28, 2006

Special Revenue

Capital

Liabilities and Fund Balances

Liabilities:
Accounts payable
Due to other funds
Total liabilities

Fund Balances:
Reserved for perpetual care
and endowment
Unreserved:
Unreserved;undesignated
Total fund balances

Total liabilities and fund balances

Funds Project Fund
Cemetery Cemetery Capital

Operations Trust Improvements Total
$ 5568 $ 37284 % 24550 $ 67.402
$ 5568 $ 37284 $ 24550 $ 67,402
$ 21% -$ -8 21
189 - - 189
210 - - 210
5,358 37,284 - 42,642
- - 24,550 24,550
5,358 37.284 24 550 67,192
$ 5568 $ 37284 $ 24550 $ 67,402
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Village of Springport
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
Year Ended February 28, 2006

Special Revenue Capital
Funds Project Fund
Cemetery Cemetery Capital
Operations Trust Improvements Total
Revenues:
Taxes $ 5666 $ -$ -3 5,666
Charges for services 6,200 - - 6,200
Interest 143 - 100 243
Other 343 - - 343

Total revenues 12,352 - 100 12,452
Expenditures:

General government 17,222 - - 17,222
Public works - - 6 6
Debt service:

Total expenditures 17,222 - 6 17,228
Revenues Over (Under) Expenditures {4,870) - 94 {(4.776)
Other Financing Sources (Uses):

Operating transfers in 3.000 1,988 20,000 24,988

Total other financing sources (uses) 3,000 1,988 20,000 24 988
Changes in Fund Balances (1,870) 1,988 20,094 20,212
Fund Balances - Beginning of Year 7,228 35,296 4,456 46,980
Fund Balances - End of Year $ 5358 $ 37,284 % 24550 § 67,192
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Village of Springport

Schedule of Bonded Indebtedness
Sewer Fund
February 28, 2006

Waste Water Disposal system
Revenue Bonds - Series 1990

Issue Amount
Date of Issue
1990 $ 300,000

Michigan Municipal Bond Authority
Revenue Bonds - Series 1999

Issue Amount
Date of Issue
1999 $ 689,687

interest

Rate

7.100%
7.100%
7.150%
7.150%

Interest
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Rate

2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%
2.500%

Maturity
Date

11/1/2006
11/1/2007
11/1/2008
11/1/2009

Maturity
Date

4/1/2006
4/1/2007
4/1/2008
4/1/2009
4/1/2010
4/1/2011
4/1/2012
4/1/2013
4/1/2014
4/1/2015
4/1/2016
4/1/2017
4/1/2018
4/1/2019
4/1/2020

Interest

2/28/2006 Payable
$ 25000 $ 7,125
25,000 5,350
25,000 3,575
25,000 1,788
$ 100,000 $ 17,838

Interest

2/28/2006 Payable
$ 28,138 % 13,327
32,827 12,565
32,827 11,744
32,827 10,923
32,827 10,103
32,827 9,282
37,517 8,403
37,517 7,465
37,517 6,527
37,517 5,589
37,517 4,651
42,206 3,653
42,206 2,599
42,205 1,544
40,661 508
$ 547136 $ 108,883




Village of Springport
Schedule of Bonded Indebtedness
Water Fund
February 28, 2006

Water Revenue Bonds

Series 2004B

Issue Amount interest Maturity Interest

Date of Issue Rate Date 2/28/2006 Payable

2004 $ 928,000
4.500% 1/1/2007 % 10,000 $ 40,950
4.500% 1/1/2008 10,000 40,500
4.500% 1/1/2009 10,000 40,050
4.500% 1/1/2010 11,000 39,600
4.500% 1/1/2011 11,000 39,106
4.500% 1/1/2012 12,000 38,610
4.500% 1/1/2013 12,000 38,070
4.500% 1/1/2014 13,000 37,530
4.500% 1/1/2015 13,000 36,946
4.500% 1/1/2016 14,000 36,360
4.500% 1/1/2017 15,000 35,730
4.500% 1/1/2018 15,000 35,056
4.500% 1/1/2019 16,000 34,380
4.500% 1/1/2020 17,000 33,660
4.500% 1/1/2021 18,000 32,896
4.500% 1/1/2022 18,000 32,086
4.500% 1/1/2023 19,000 31,276
4.500% 17112024 20,000 30,420
4.500% 1/1/2025 21,000 29,520
4.500% 1/1/2026 22,000 28,576
4.500% 1/1/2027 23,000 27,586
4.500% 1/1/2028 24,000 28,550
4.500% 1/1/2029 25,000 25,470
4.500% 1/1/2030 26,000 24,346
4.500% 1/1/2031 28,000 23,176
4.500% 1/1/2032 29,000 21,916
4.500% 1/1/2033 30,000 20,610
4.500% 1/1/2034 31,000 19,260
4.500% 1/1/2035 32,000 17,866
4.500% 1/1/2036 34,000 16,426
4.500% 1/1/2037 35,000 14,896
4.500% 1/1/2038 37,000 13,320
4.500% 1/1/2039 39,000 11,656
4.500% 1/1/2040 40,000 9,900
4.500% 1/1/2041 42,000 8,100
4.500% 1/1/2042 44,000 6,210
4.500% 1/1/2043 46,000 4,230
4.500% 1/1/2044 48,000 2,160

$ 910,000 $ 1,005,000
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Village of Springport
Schedule of Bonded Indebtedness
Water Fund
February 28, 2006

Water Revenue Bonds

Series 2004A

Issue Amount Interest Maturity Interest

Date of Issue Rate Date 2/28/2006 Payable

2004 $ 125,000
4.500% 1/1/2007 $ 1,000 $ 5,636
4.500% 1/1/2008 1,000 5,490
4.500% 1/1/2009 1,000 5,446
4.500% 1/1/2010 1,000 5,400
4.500% 1/1/2011 2,000 5,356
4.500% 1/1/2012 2,000 5,266
4.500% 1/1/2013 2,000 5,176
4.500% 1/1/2014 2,000 5,086
4.500% 1/1/2015 2,000 4,996
4.500% 1/1/2016 2,000 4,906
4.500% 1/1/2017 2,000 4,816
4.500% 1/1/2018 2,000 4,726
4.500% 1/1/2019 2,000 4,636
4.500% 1/1/2020 2,000 4,546
4.500% 1/1/2021 2,000 4,456
4.500% 1/1/2022 3,000 4,366
4.500% 1/1/2023 3,000 4,230
4.500% 1/1/2024 3,000 4,096
4.500% 1/1/2025 3,000 3,960
4.500% 1/1/2026 3,000 3,826
4.500% 1/1/2027 3,000 3,690
4.500% 1/1/2028 3,000 3,556
4.500% 17112029 4,000 3,420
4.500% 1/1/2030 4,000 3,240
4.500% 1/1/2031 4,000 3,060
4.500% 1/1/2032 4,000 2,880
4.500% 1/1/2033 4,000 2,700
4.500% 1/1/2034 4,000 2,520
4.500% 1/1/2035 5,000 2,340
4.500% 1/1/2036 5,000 2,116
4.500% 1/1/2037 5,000 1,890
4.500% 1/1/2038 5,000 1,666
4.500% 1/1/2039 5,000 1,440
4.500% 1/1/2040 5,000 1,216
4.500% 1/1/2041 5,000 990
4.500% 1/1/2042 5,000 766
4.500% 1/1/2043 6,000 540
4.500% 1/1/2044 6,000 270

$ 123000 $ 134616
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May 1, 2006

Members of Village Council
Village of Springport
Springport, Michigan

We have audited the financial statements of the Village of Springport for the year ended February 28, 2006,
and have issued our report thereon dated May 1, 2006.

Professional standards require that we provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter, our responsibility, as described by professional standards, is to plan
and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are
free of material misstatement and are fairly presented in accordance with accounting principles generally
accepted in the United States of America. Because an audit is designed to provide reasonable, but not
absolute assurance and because we did not perform a detailed examination of all transactions, there is a
risk that material errors, fraud, or illegal acts may exist and not be detected by us.

As part of our audit, we considered the internal control of the Village. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the Village's compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance
with such provisions.

Significant Accounting Policies

Management has. the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement leiter, we will advise management about the
appropriateness of accounting policies and their appfication. The significant accounting policies used by
the Village are described in Note 1 to the financial statements. No new accounting policies were adopted
and no other applications of existing policies were changed during the current year. We noted no
transactions entered into by the Village during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is a
lack of authoritative guidance or consensus.

Wiss & JUurasek, P.C.
2545 Spring Arhor Roal Fax Number: (517)
Post Office Box 39

Jackson, Michigan 49204-0039

=000
U(&‘J,(/

Phone Number: (517) 7833-80500
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E-mail: willis@willispc.com
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Members of the Village Council
Village of Springport
Page 2

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. There were no material estimates recorded during the current year.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the Village's financial reporting process (that is, cause future financial statements to be materially
misstated). There were no significant audit adjustments recorded at year end.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor’'s report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a "second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Village's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

This information and the attached memorandum is intended solely for the use of the Village Council and
management of the Village and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

v M} 4 :fwwai L AL

Willis & Jurasek, P.C.



Village of Springport
Comments and Recommendations
Year Ended February 28, 2006

Journal Entries and Year End Adjustments

Quite a few journal entries were needed at year end, however, none of the entries affected the reconciled
cash balances. Many of the entries dealt with depreciation and reversing receivable and recording current
year receivables and payables. We have discussed many of these with current Management and feel that
significant improvement can be made in future years. Most of the entries could be recorded prior to the
audit by the Village staff. We intend to be in communication with the Village staff during the year and prior
to next years audit to help ensure improvement in this area.

Budget to Actual Results

The Village maintains and adopts an annual budget and makes amendments during the year. During the
year ended February 28, 2006 there were a few areas where actual expenditures exceeded final budgets
amounts. Some of these were the results of audit adjustments made at year end.

Segregation of Duties:

Due to the limited size of the Village of Springport proper segregation of duties is not always possible. While
the size and resources of the Village are limited in terms of providing adequate separation of duties, the
Board should be mindful of this condition and, where possible, establish reasonable control procedures.
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Members of Village Council
Village of Springport
Springport, Michigan

We have audited the financial statements of the Village of Springport for the year ended February 28, 2006,
and have issued our report thereon dated May 1, 2006.

Professional standards require that we provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter, our responsibility, as described by professional standards, is to plan
and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are
free of material misstatement and are fairly presented in accordance with accounting principles generally
accepted in the United States of America. Because an audit is designed to provide reasonable, but not
absolute assurance and because we did not perform a detailed examination of all transactions, there is a
risk that material errors, fraud, or illegal acts may exist and not be detected by us.

As part of our audit, we considered the internal control of the Village. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the Village’s compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance
with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used by
the Village are described in Note 1 to the financial statements. No new accounting policies were adopted
and no other applications of existing policies were changed during the current year. We noted no
transactions entered into by the Village during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is a
lack of authoritative guidance or consensus.



Members of the Village Councit
Village of Springport
Page 2

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. There were no material estimates recorded during the current year.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the Village's financial reporting process (that is, cause future financial statements to be materially
misstated). There were no significant audit adjustments recorded at year end.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit’s financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Village's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

This information and the attached memorandum is intended solely for the use of the Village Council and
management of the Village and is not intended to be and should not be used by anyone other than these
specified parties.
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Village of Springport
Comments and Recommendations
Year Ended February 28, 2006

Journal Entries and Year End Adjustments

Quite a few journal entries were needed at year end, however, none of the entries affected the reconciled
cash balances. Many of the entries dealt with depreciation and reversing receivable and recording current
year receivables and payables. We have discussed many of these with current Management and feel that
significant improvement can be made in future years. Most of the entries could be recorded prior to the
audit by the Village staff. We intend to be in communication with the Village staff during the year and prior
to next years audit to help ensure improvement in this area.

Budget to Actual Results

The Village maintains and adopts an annual budget and makes amendments during the year. During the
year ended February 28, 2006 there were a few areas where actual expenditures exceeded final budgets
amounts. Some of these were the results of audit adjustments made at year end.

Segregation of Duties:

Due to the limited size of the Village of Springport proper segregation of duties is not always possible. While
the size and resources of the Village are limited in terms of providing adequate separation of duties, the
Board should be mindful of this condition and, where possibie, establish reasonable control procedures.



